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OVERNMENT expenditures and consumer buying are 
G the predominant factors that will affect the course of 
business activity in the months, and even years, to come. 
This will be true whether international tensions ease, 
continue much as they are, or break out into war. In the 
latter case, perhaps some people would prefer to consider 
the war as an independent factor affecting the economy, 
but in reality its influence would be felt largely through 
the impact of increased Government expenditures upon 
the economy and the effect that this would have upon the 
availability of certain types of goods for consumers. 

The decision of consumers last year to increase their 
rate of saving was responsible in considerable part for the 
failure of inflationary pressures to be as strong as had 
been anticipated. While it is possible to speculate, perhaps 
with reasonable accuracy, as to the reasons why consum- 
ers made this decision, in a fundamental sense the rea- 
sons will never be known unless a poll were taken of con- 
sumers asking them not how but why they behaved as 
they did in 1951. And perhaps such a poll might develop 
the fact that many consumers were not conscious of hav- 
ing made any decision to increase their rate of saving 
during 1951, even though an analysis of their financial 
situation might reveal that this had actually happened 
Some of these consumers might have been conscious, how- 
ever, of the fact that they had eased off on their expendi- 
tures for various types of goods when the previously ru- 
mored shortages of such goods failed to develop. Perhaps 
they considered this primarily as a negative decision not 
to spend rather than as a positive decision to save more. 
Since it is even more difficult to predict consumer be- 
havior than it is to analyze it after the fact, no attempt will 
be made here to predict trends in consumer expenditures 
during the next year or two. 

Trends in Federal Government expenditures may be 
predicted somewhat more readily than for consumer ex- 
penditures, however. One of the principal reasons for this 
is that Government expenditures must be planned for 
rather long periods in advance and are the subject of 
much public consideration both in and out of Congress. 
There are, nevertheless, numerous difficulties in predict- 
ing Government expenditures accurately. The lag be- 
tween the planned rate of spending on defense since 
Korea and the actual rate furnishes one illustration. 
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At this season of the year, the President's annual 
Sudget Message to Congress provides the basis for dis- 
cussion and prediction of probable trends in Government 
expenditures and revenues. There is perhaps greater un- 
certainty this year than in other recent years, however, 
as to how successful the President will be in getting Con- 
gress to approve the total budget expenditures that he has 
recommended for the forthcoming fiscal year (fiscal 
1953). Congress has so far displayed a more critical atti- 
tude toward the proposed expenditures than in preceding 
postwar years. 


The President's proposed budget expenditures for the 
coming fiscal year total $85.4 billion. This is far more 
than the actual expenditures in any previous year when 
our country was not formally at war, and is only about 
$13 billion less than the peak expenditures of World War 
IT reached in the fiscal year 1945. Current proposals for 
fiscal 1953 exceed estimated expenditures for the current 
fiscal year by $14.5 billion. 

Budget receipts are estimated to total $71 billion in 
fiscal 1953, an all-time high. This estimate is based upon 
existing tax legislation, and does not include the addition- 
al $5 billion in tax revenues that the President recom- 
mends for Congressional approval. He did not, however, 
specify in his Budget Message the details of the proposed 
tax increase. The figure mentioned, $5 billion, represents 
the amount by which Congress fell short of enacting the 
proposals for new tax revenue made by the President a 
year ago. 

The budget deficit for fiscal 1953 is estimated at $14.4 
billion, and that for the current fiscal year at $8.2 billion. 
The increase in the public debt for the current fiscal year 
is estimated at only $5 billion, with the balance of the 
deficit of $3.2 billion being met by a corresponding reduc- 
tion in the Treasurer's cash balance. In fiscal 1953, how- 
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ever, the public debt is expected to rise by somewhat more 
than the budget deficit, largely as a result of the greater 
needs of Government trust funds for investments in that 
year compared with the current fiscal year. 


Predominance of military expenditures 


l_xpenditures directly associated with the military serv- 
ices account for 60 percent of all proposed budget ex- 
penditures in fiscal 1953. If to direct military expendi- 
tures are added the proposed expenditures for military 
and economic assistance abroad, the atomic energy pro- 
gram, veterans’ services and benefits, and interest on the 
public debt—all of which are primarily products of past 
wars or of preparation for war—, the sum of these items 
accounts for 87 percent of the estimated total budget ex- 
penditures for fiscal 1953. 

Proposed expenditures for the military services in 
fiscal 1953 total $51.2 billion, an increase of $11.4 billion 
over the estimated amount for the current fiscal year. 
Most of this increase will go for the purchase of additional 
military equipment. Of the $20 billion to be spent on 
major procurement and production of military items, $11 
tillion will be spent on aircraft. 


New obligational authority proposed for the military 
services in fiscal 1953 totals $52.4 billion, a reduction 
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(io muhons) 
Actual Fotimated——, 
Bodget Recerpts 1951 1983 
Direct taxes on individuals 
Direct taxes on 
baxcise taxes 
Employment taxes 
Custome 
Miscellaneous receipts 
Appropriations to Federal old-age and 
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Retunds of receipts 
imterest) 


$24,095 


Total Budget receipts. . $48,145 
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Military services 
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International security and foreign 
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Social security, welfare, and health. .. 
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Agriculture and agricultural resources 
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Transportation am! 
Finance, commerce, 
Labor 
General government 
Interest 
Adjustment and reserves 
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Budget surplus .. 
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from the $61.7 billion for the current fiscal year. This 
reduction is possible because Congress has already pro- 
vided a substantial portion of the obligational authority 
required to finance our planned military expansion. 


International security and foreign relations 


Next to military services, the largest item of expendi- 
ture as classified in the budget is for international security 
and foreign relations. Proposed expenditures for this pur- 
pose in fiscal 1953 total $10.8 billion, an increase of $3.6 
billion over the estimated amount for the current fiscal 
year. Approximately $8 billion will be spent to deliver 
military goods and certain other forms of military assist- 
ance, such as training, to our allies overseas. The bulk of 
this will go to the North Atlantic Treaty countries in 
Europe, though many other countries will also receive 
aid. 

In these other countries, including many in Asia, there 
will be relatively more emphasis on economic aid and 
technical assistance than in the case of the NATO coun- 
tries. Military assistance will also be provided in some 
cases, however. 


Total of all other expenditures to decline slightly 

The total of all expenditures other than for military 
services and international aid is estimated to decline in 
fiscal 1953 about $500 million from the 1952 level. Of the 
eleven budget classifications comprising this total, four 
are expected to have lower expenditures than in fiscal 
1952, while seven show increases. 

The largest decrease—nearly $1 billion—will come in 
outlays for veterans’ services and benefits, with most of 
the reduction occurring in expenditures for education and 
training of World War II veterans. The deadline for 
initiation of training under that program was July 25, 
1951, and it is estimated that the average enrollment in 
such training programs will be about 490,000 in fiscal 
1953, a decline of more than 50 percent from the average 
tor the current fiscal year. 

The two budget classifications showing the largest in- 
creases in proposed expenditures are interest on the 
public debt, up $300 million, and education and general 
research, up $386 million. The rise in interest payments 
is due both to an increase in the public debt outstanding 
and to higher interest rates. The bulk of the increase for 
education and general research would be used to finance 
a program of Federal aid to assist States in improving 
their systems of elementary and secondary education—a 
program which the President is again recommending de- 
spite the failure of Congress to approve it in previous 
years. 


Budget receipts to rise to all-time high 

Budget receipts are expected to total $71 billion in 
fiscal 1953, an all-time high. This compares with World 
War II peak receipts of $44.8 billion obtained in the fiscal 
year 1945. It should be noted, however, that the revenue 
base has also increased substantially since 1945. In the 


2 
imeted—— 
| 
| 
| 
$39,753 $51,163 
5,166 4,197 
4,72 7,196 10,844 
2.38 2,680 2,002 
60 asi 078 
i 238 624 
65 1,408 1,478 
2.05 5,082 3,237 
1,68 2.153 1,643 i 
17 751 ais 
22 240 246 i 
1,20 1,353 1.484 
$.71 5,955 6,255 ! 
+ + “100 
4 


January 1952 


coming fiscal year, corporate net income before taxes will 
probably be roughly double that for fiscal 1945, and per- 
sonal income will be approximately 50 percent higher in 
dollar terms. 


Corporate tax rates, as established by the Revenue Act 
of 1951, are at peacetime highs, but the ceilings on the 
rates on surtax net income and on excess profits are be- 
low World War II levels. The effective rates on individ- 
ual income are also somewhat below the peak World 
War II rates. 


The relatively greater increase in corporate (compared 
with individual) income and tax rates has increased the 
relative importance of tax receipts from corporations. In 
the fiscal year 1951, direct taxes on individuals accounted 
for 50 percent of total budget receipts and direct taxes on 
corporations 30 percent. It is estimated for fiscal 1953, 
however, that corporate taxes will make up 39 percent 
and individual taxes 46 percent of total receipts. 


Receipts from excise taxes in fiscal 1953 will rise about 
$700 million from the fiscal 1952 level, reflecting in con- 
siderable part the increases in tax rates that became etfec- 
tive November 1, 1951, and hence will apply to only part 
of fiscal 1952. 

As noted previously, the President recommended that 
tax revenues should be increased above the figures that 
have been mentioned by at least $5 billion. This represents 
the amount by which Congress failed to enact the pro- 
posals for new tax revenue made by the President a year 
ago. 


Treasury deficit smaller 
on a cash basis 


The figures so far cited have been on the so-called 
“budget” basis. The budget figures, however, include cer- 
tain noncash transactions and exclude certain cash trans- 
actions between the Federal Government and the public.* 
Figures which reflect the net cash transactions between 
the Government and the public provide a better indication 
of the net effect of Treasury operations upon economic 
activity in general than do “budget” figures. 

On a cash basis, an excess of payments to the public 
over receipts from the public of $10.4 billion is estimated 
for the fiscal year 1953, compared with a deficit of $14.4 
billion on a budget basis. This cash deficit is to be financed, 
according to the President’s estimates, by a nearly equiv- 
alent amount of borrowing from the public. 


1 Budget expenditures include, for example, accrued interest on outstand- 
ing United States savings bonds. This is a noncash transaction, however, 
because such interest is not paid until the bonds are redeemed. The han- 
dling of the social security accounts provides an illustration of cash trans- 
actions between the Federal Government and the public which do not ap- 
pear in the budget figures. Budget receipts, for example, do not include 
the social security taxes collected and epesepeaes to the Federal Old- 


Age and Survivors Insurance Trust Fund, yet these represent cash which 
the Treasury has received from the public On the other side of the ledger, 
the old-age annuities paid out of this trust fund are cash payments made 
by the Treasury to the public, but they are not included in the budget 
expenditures 

Social security receipts and payments are the largest single cash items 
that lie outside the conventional “budget” figures. Since, so far at least, 
social security receipts have been substantially larger than payments, the 
cash deficit is generally smaller than the budget deficit (or the cash sur- 
plus is larger fa the budget surpjus). 


MONTHLY 


REVIEW 


Casu Rectirrs anp Expenpirures 
Fiscal years, 1951-53 
a & ms 


Actual -— Eetimated—, 
Receipts i951 1952 198) 
Budget receipts $48.1 
Trust fund receipts 7.8 


Total 


$62.7 
a. 


$71.5 
Less noncash receipts 2.5 2.9 


Total cash receipts from the public $68.6 $76.8 


Expenditures 
Budget expenditures $446 
Trust tund expenditures 3.7 


$85.4 
5.1 


Total $48.5 $90.5 
Less noncash expenditures 2.5 4.3 
Total cash payments to the public $45.8 $87.2 


Excess of cash receipts from the public $76 


Excess of cash payments to the public 


$10.4 


The cash surplus or deficit is a measure of the dollar 
impact of Treasury operations, exclusive of net borrow- 
ing transactions with the public, upon the economy. A 
cash surplus exerts a deflationary influence upon the 
economy since it reflects the fact that the Treasury has 
collected more from the public than it has paid out, while 
a cash deficit exerts an inflationary influence. 

By choosing the appropriate forms of borrowing from 
the public, which in this context includes the banking sys- 
tem, the inflationary influence of a cash deficit may be in 
large part offset. If the borrowed funds are obtained from 
private savings, either directly from individuals or indi- 
rectly through institutional investors, these investors will 
have less money left to spend and hence there is an offset 
to the inflationary pressures arising from the cash deficit. 
If the deficit is financed entirely by borrowing from banks, 
however, new money is created and there is no offset to 
the inflationary influences arising from the cash deficit. 

It does not necessarily follow, however, that the financ- 
ing of a Treasury cash deficit solely by tapping private 
savings results in a complete offset to the inflationary 
effects of the cash deficit. The Treasury expenditures, on 
the one hand, may tend to be concentrated on goods and 
services that are critical to the entire economy and hence 
have an inflationary impact that is out of proportion to 
their dollar volume. On the other hand, the private sav- 
ings that were tapped through borrowing to finance the 
cash deficit might not have been spent had they been left 
in private hands. In this case, the offset loses much of its 
potency because the funds would not have been spent in 
any event. These illustrations indicate the issues involved 
but are not intended to be a description of all the possible 
combinations of forces. 


Financing the deficit 


On the basis of the President's estimates, it will be 
necessary during the fiscal year 1953 for the Treasury to 
borrow approximately $10 billion, which will be the first 
time in the postwar period that it has had to borrow on 
such a large scale. Only time will tell whether that will 
turn out to be the actual figure. In recent years there has 
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Leen a tendency for advance estimates to understate the 
amount of budget receipts finally realized and to over 
tate budget expenditures 


In any event, whatever the amount of borrowing in 


«al 1953 turns out to be, most, if not all of it, will be 
neentrated in the last six months of 1952. Treasury 
tend to be concentrated in the first half of the 


rece pt 
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calendar year, and especially in the first quarter. This 
tendency has been accentuated by the speed-up in the pay- 
ment of corporate taxes 

rhe need to borrow as much as $10 billion in the last 
half of 1952 would present the Treasury with important 
problems. Any new borrowing should be financed to the 
greatest possible extent through non-bank lenders. 


THE PHILIPPINES TODAY 


vince the end of the Japanese war, the economic, politi- 
Ss eal, and military problems which have been common 
to the Far East and Southeast Asia have been particu- 
larly acute in the Philippine Islands. Physical destruc- 
tion, resulting from the Japanese attack and occupation 
and the recapture of the islands by the Allies, was as 
evere as in any Asian country. The twin problems of 
low production and a swollen population were nowhere 
more apparent. In the face of a 25 percent increase in 
population over prewar years, food production was far 


below the prewar level 


Nor could essential imports of 
food and other commodities necessary for rehabilitation 
be purchased by the export of traditional commodities 
ecause here also production was a fractional portion ot 

rmer levels. A large trade deficit was the inevitable re 

t. As in other Asian countries, inflation has presented 
i real problem. Commodities have been scarce and the 
noney supply has expanded rapidly, primarily as the 
result of a large government deficit 

Che Philippines also follows the widespread postwar 
pattern in Southeast Asia with regard to Communist-led 
rebellions battle has 
waged against a Communist-inspired and Cormmunist- 


led group calling itself the “Hukbo ng mapagpalaya sa 


armed Here a continuous been 


bayan” or “People’s Liberation Army,” commonly re 
ferred to as the “Tluks.""' As elsewhere, this movement 
thrived on the economic and political discontent which 
followed in the wake of the war, and was further nurtured 
by the seeming inability of the government to do much 
about solving even the more critical of the nation’s prob- 
lems 

Phis exceedingly difficult situation has been the inheri 
tance of the new Philippine government which, on July 4, 
1946, assumed responsibility for the government of an 
archipelago of over 7,000 islands with 19 million inhabi- 
tants. This date, following so closely the end of the war 
that even first aid had not been applied to the Philippine 
war wounds, would appear to have been an unfortunate 
time to launch a new republic However, the date for 
independence had been decided upon in 1935 when it was 
not anticipated that four out of the eleven years between 
1935 and 1946 would be years of war. Furthermore, it 
was not considered politically expedient to postpone inde- 
pendence beyond the promised date. The tide of national- 


ppine Communists are 
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and not 


often referred te as Hukbalahaps 
the wartime guerrilla organization, 
or “People’s Army Agaimst Japan,” 


the present organization 


ism was running high, and after three and a half centuries 
of Spanish rule and almost a half century of United States 
control it was felt that independence could no longer be 
denied the people of the Philippines. Nor can it be said 
that the Philippines was unique in obtaining its inde- 
pendence at a difficult time. Certainly the same can be 
said for Burma, Indonesia, India, and Pakistan 

The Philippine situation, since the granting of inde- 
pendence, has been unique in one respect, however. Dur- 
ing the period in which the Philippines was an overseas 
possession of the United States, it was referred to as 
“a show window of democracy.” Literacy increased to 
50 percent, the highest in Southeast Asia; the standard 
of living also was the highest in Southeast Asia; good 
medical treatment was provided ; and practice in limited 
self government was gained, particularly after 1935. In 
addition, because of its paternal interest in the new repub- 
lic, the United States was far more lavish in granting post- 
war dollar aid to the Philippines than to other Asian 
countries. During the first five years of Philippine inde- 
pendence, over $2 billion in aid and other expenditures 
was poured into the country in the hope of assuring a 
sound beginning. It was obvious that the United States 
was aware that her prestige in Asia would depend in 
large part upon the success of an independent Philippine 
nation, for only thus could she demonstrate that her tutel- 
age in democracy had been effective. The “show window 
of democracy” would have to present a pleasing tableau 
if it were to be used to counter the promises of Com- 
munist leaders, not only in the Philippines, but else- 
where in the Far and Middle East. 


The Philippines, therefore, was clearly in an advan- 
tageous position as compared with other fledgling nations 
in Asia. Not only did she appear to have a better start, 
but she had the strongest nation in the world standing 
firmly behind her. However, the results have been very 
disappointing, and up until the latter part of 1950 very 
little progress appeared to have been made and in some 
instances actual deterioration was evident. Although con- 
ditions in the Philippines may have been no worse than 
in some of the other new nations of Southeast Asia, it was 
apparent that the advantages she enjoyed had not been 
too effective. 


The critical situation in mid-1950 


The frequent reports of inefficiency, graft, and corrup- 
tion, the favoring of vested interests, and the increas- 
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Unrrep States Government DispuRSEMENTS IN THE 
Putuprtnes, 1945-1950 


millions of U. dollars) 


Purpose 1945. 
Philippine War Damage Com. 1947 1948 1950 Total 
mission (private claims) 13.2 111.8 176.9 1584.2 456.1 
Veterans’ Administration 18.8 35.3 $8.6 $7.8 170.5 


Military agencies 402.8" 196.7 174.5 $6.7 25.5 856.2 


Reconstruction Finance Cor 


poration Loan .. 60.0 
Other grants 
Civilian supplies— Depart 
ment, of Defense $2 28.0 i - 80.0 


Philippine rehabilitation 

surplus property under 

Tithe If (State Dept.) 320 64.5 3.5 _ - 100.0 
Philippine rehabilitation 

reconstruction and reha 

bilitation (Title III) 


(State Department) - 22.0 35.4 37.8 My 130.0 
Technical Assistance 
(State Department) ... - ° 


U.N. Relief and Reha 
bilitation (State De 
partment) ee - 7.7 —_ 7.7 
Other credits 
Treasury Department 


hilippine funding . - 
Treasury Department 
surplus property - - +0 
Commerce Department 
merchant ships from 
Maritime Administration - 2.1 = 2.1 
General Services Admin 
istration - 11 
ECA 5 S0e 
Other 46.3 17.2 31.3 84 103.2 
Total ane 486.8 461.2 380.9 361.3 316.8 2,007.0 


*Less than $500,000 


e—estimate 


' Estimated. No breakdown of U. S. Government disbursements other than 
civilian supplies and surplus property available. Major share of U. S. dis- 
bursements during this period assumed to have been made by military 
agencies 


? Amounts outstanding 
Note: Figures may not add to totals because of rounding 
Sources: USDC, Foreign Transactions of the United States; Report of the 
Economic Survey Mission to the Philippines (Bell Report) 


ing unrest and open rebellion among laborers and peasant 
farmers, have been given wide coverage. There is little to 
be gained by further elaboration on these unfortunate 
aspects of a difficult situation. For our purposes it is suffi- 
cient to note that by the middle of 1950 an exceedingly 
critical point had been reached. United States programs 
of postwar expenditures were drawing to a close. In the 
face of a possible cessation or curtailment of dollar dis- 
bursements it was found that the Philippine government 
was covering only 60 percent of its expenditures with 
current revenue. Only 65 percent of imports was being 
covered by exports. As a result of this large and continu- 
ing trade deficit and in spite of large-scale United States 
aid, Philippine international reserves of gold and foreign 
exchange dwindled with discouraging regularity from 
$670 million at the end of 1945 to a low of $250 million 
in January 1950. 

The level of production was also disappointing. A large 
part of the United States disbursements was intended to 
accomplish reconstruction and expansion of production, 
but the physical volume of production in 1950 was still 
below the prewar level. Furthermore, in spite of large- 
scale imports, the standard of living of most people was 
below the prewar level. Real wages were the same or 
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slightly higher in Manila, but were still considerably 
below prewar in the agricultural regions. 


These basic economic difficulties, interrelated with the 
growing inequalities of income and the reports of ineff- 
ciency and corruption, provided a basis for discontent 
and disillusionment among wage earners and tenant farm- 
ers. From these ranks the Huk terrorists drew their re- 
cruits. It is estimated that by mid-1950 between 10,000 
and 20,000 armed Huks, supported by many thousands 
more spread over the countryside, were operating with 
little effective opposition in Central Luzon. 


The United States Economic Mission to the Philippines 


It was obvious that immediate action had to be taken 
if complete economic and political collapse were to be 
avoided. The first concrete step toward the development 
of an over-all economic program was initiated by a re- 
quest from the President of the Philippine Republic that 
a United States economic mission be sent to the Philip- 
pines, This mission arrived during July 1950 and was 
headed by Daniel W. Bell. 

The objectives of the Bell Mission were “to consider 
the economic and financial problems of that country and 
to recommend measures that will enable the Philippines 
to become and to remain self-supporting. The Mission 
was instructed to survey all aspects of the Philippine 
economy, including agriculture, industry, internal and 
external finances, domestic and foreign trade, and public 
administration. The Mission was asked to give special 
consideration to immediate measures to help raise pro- 
duction and living standards in the Philippines.”"! 


The report of the Mission, made public October 9, 
1950, was unusually blunt for a statement of this sort. 
In its analysis of the causes of the difficulties faced by the 
new Republic, it confirmed many of the unofficial reports 
which had been filtering out of the islands, reports which 
had previously been discounted as exaggerations, particu- 
larly in the United States. The report also created great 
interest because it recommended that, unless certain con- 
ditions were met, no further United States aid should be 
granted to the Philippines. 


The Bell Report: Causes of the difficulties 


The Mission’s summary of the causes of the unsatis- 
factory state of affairs in the Philippines listed seven 
major considerations : 

(1) While production in general had been nearly re- 
stored to the prewar level, it was restored very much on 
the prewar pattern, perpetuating the weaknesses of the 
prewar economy. Nothing had been done to increase pro 
ductive efficiency, to diversify the economy, to open new 
lands for the increased population, to improve methods of 
cultivation, or to better the position of farm workers and 
tenants. The country still relied too heavily on the export 
of a few basic agricultural crops—coconut, sugar, and 


‘Report of the Economic Survey Mission to the Philippines (Bell Report), 
Washington, D. C., October 9, 1950 
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hemp-—which provide but a meager livelihood for a large 


part of the po} ulation 


(2) An unusual opportunity to increase productivity 
and to raise the standard of living in the postwar period 
had been wasted because of misdirected investment and 
excessive imports for consumption. While there was a 
high rate of investment, too much went into commerce 
and real estate where large speculative profits could be 
made rather than into the development of industry and 
agriculture, Foreign exchange receipts were also high but 
were dissipated on imports of luxury and nonessential 
goods and on the remittance of high profits and other 
Philippine capital abroad 

(3) Inequalities of income, always characteristic of 
the Philippines, had become even greater since the war 
The standard of living of the mass of the people remained 
below the prewar level while profits of business men and 
incomes of large landowners were rising rapidly. Infla- 
tionary conditions resulting from large budgetary deficits 
and an excessive creation of credit kept prices on the 
average over three and a half times as high as prewar 

(4) The large excess of demand for foreign exchange 
over foreign exchange receipts had greatly reduced for- 
A breakdown in international 
payments was averted only by the application of stringent 


eign exchange reserves 


import and exchange controls. Fears of discrimination in 
the administration of these controls, as well as the gener- 
ally unfavorable economic and political situation, had the 
effect of discouraging needed foreign investment in the 
Philippines 

(5) The Philippines, in the opinion of the Bell Mis- 
sion, showed little inherent capacity to overcome the diffi- 
culties it faced. The people were disappointed in their 
high hopes, held at the time of liberation, that they could 
look forward to economic progress and a rising standard 
of living. Because of the deteriorating economic situation, 
there was a feeling of disillusionment, and most agricul- 
tural and industrial workers had no faith that their eco- 
nomic position could be improved. Business men, on the 
other hand, feared a collapse of the peso. 


(6) The public lacked confidence in the capacity of the 
government to act firmly to protect the interests of all the 
people. Inefficiency and even corruption in government 
service were widespread. Leaders in agriculture and busi- 
ness were not sufficiently aware of any responsibility to 
improve the economic position of the lower income 
groups. The Communist-led Huks were exploiting this 
situation in their movement to incite lawlessness and dis- 
order 


) Efforts of the government to deal with these eco- 
nomic problems so far had been limited to price controls 
and import and exchange controls. Such measures, how- 
ever, were directed to symptoms rather than to causes. 
Their effect could be only to delay a breakdown in the 
economy and could not be expected to remedy the funda- 
mental ills from which the country suffered. 
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The Bell Report: Recommendations 

Taking the causal analysis, paraphrased above, as a 
basis, the Bell Mission made seven specific recommenda- 
tions to the Philippine government. The more significant 
parts of these recommendations were as follows: 

(1) Government finance—Tax revenues should be in- 
creased immediately to meet the expenditures of the gov- 
ernment and the tax structure revised so as to increase 
the proportion of taxes collected from high incomes and 
large property holdings. The tax collection machinery 
should be overhauled to secure greater efficiency of col- 
lection. Fiscal, credit, and investment policies should be 
better coordinated to prevent inflation. 

(2) Agriculture—This recommendation can be divid- 
ed into four main points. First, agricultural production 
should be improved by applying known methods of in- 
creasing yields—this to be accomplished in part by an 
expansion of the agricultural extension service and the 
establishment of experiment stations. Second, rural banks 
should be established to provide production credit for 
small farmers. Third, the opening of new lands for set- 
tlement in homesteads should be expedited and a pro- 
gram of land redistribution through the purchase of large 
estates for resale to small farmers should be established. 
Fourth, measures should be taken to provide reasonable 
security on the land for tenants and an equitable share of 
the crops they produce. 

(3) Diversification—All possible efforts should be 
made to encourage the development of new industries, 
including provision of adequate power and transporta- 
tion facilities ; creation of a Philippine Development Cor- 
poration to coordinate all government corporations (in- 
cluding the liquidation of ineffective ones) and to provide 
financial assistance in cooperation with private banks ; 
systematic exploration of the country’s resources to de- 
termine possible areas of development; and reexamina- 
tion of present laws and practices with respect to the use 
of the public domain. 

(4) International payments—A further deterioration 
of the international payments position of the country must 
be avoided and the excessive demand for imports reduced. 

Either a special emergency tax of 25 percent on imports 
of all goods except certain food items and fertilizer or a 
25 percent tax on all sales of exchange should be levied 
for a period of not more than two years. Present exchange 
and import controls must be maintained and their admin- 
istration simplified and liberalized. Remittance of current 
earnings should be permitted. 

(5) Wages—A minimum wage high enough to permit 
a subsistence standard of living should be established for 
agricultural and other workers. Present employment 
practices of indirect payment of wages which deprive 
workers of their just earnings should be eliminated by 
legislation. Legislation permitting workers to form free 
trade unions should be enacted. Finally, an adequate pro- 
gram of public health and improved education should be 
undertaken. 
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(6) Public administration—As a first step to insure 
honesty and efficiency in government, the civil service 
should be placed on a merit system and salaries raised to 
provide a decent standard of living. Barriers against the 
employment of foreign technicians should be removed and 
training facilities for Filipinos improved. A technical 
mission from the United States should be sent to assist 
the Philippine government in carrying out the recom- 
mended programs. 

(7) United States economic aid—Loans and grants 
of $250 million should be provided to help in carrying out 
a five year program of economic development and techni- 
cal assistance. This aid, however, should be provided only 
if steps are taken by the Philippine government to carry 
out the preceding six recommendations including the im- 
mediate enactment of the recommended tax legislation 
and other urgently needed reforms. It was also recom- 
mended that the expenditure of these grants should be 
under the close supervision of the United States Techni- 
cal Mission. Furthermore, any funds provided by the 
Philippine government for social and economic develop- 
ment should be coordinated with United States funds 
made available for this purpose. 


Action taken under Bell Report recommendations 


It has now been over fifteen months since the Bell Re- 
port was released. Sufficient time has passed to permit an 
accounting of the progress that has been made and the 
extent to which the difficulties have been eliminated by 
putting the Bell Mission recommendations into effect. 


The first action under the Bell Report recommenda- 
tions was the signing of an agreement on November 14, 
1950, by the Philippine President, Elpidio Quirino, and 
the Economic Cooperation Administrator, William C. 
Foster. This agreement committed the two governments 
to a joint effort to carry out the recommendations of the 
Bell Report. It stipulated that as an initial step the Philip- 
pine government should enact promptly a new and ade- 
quate tax program, adopt a minimum wage law, and by 
joint resolution of the Philippine Congress indicate ap- 
proval of the recommended social reforms and economic 
development measures. Acting under this agreement the 
Philippine Congress has passed a minimum wage law, 
a new tax law, and a 17 percent tax on sales of foreign 
exchange. It should be noted, however, that not all the 
proposed tax reforms were carried out ; of ten major pro- 
posals only five were enacted. 

With the passage of the Minimum Wage Law on April 
6, 1951, ECA authorities felt that the Philippine govern- 
ment had complied substantially, although not com- 
pletely, with the provisions of the Quirino-Foster Agree- 
ment, and an ECA program was formally inaugurated 
on April 18, 1951, with the allocation of $15 million for 
the second quarter of 1951. Subsequently an additional 
$32 million was allocated for the fiscal year ending June 
30, 1952. A technical mission of 90 American experts 
was dispatched to the Philippines to supervise the ex- 
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penditure of ECA funds and to assist the Philippine gov- 
ernment in carrying out the program of economic de- 
velopment. 


Developments since the outbreak of the Korean War 


The outbreak of the Korean War coincided with the 
postwar low in the Philippine economy. As a result of the 
increasing demand for many raw materials, as well as 
rapidly increasing prices, the Philippine balance of trade 
situation improved rapidly. Philippine foreign exchange 
reserves and tax revenues improved markedly. Thus, 
starting from a very low point, and stimulated by the in- 
crease in demand coincident with war, the reforms initi- 
ated by the Philippine government in early 1951 ap- 
peared to be very effective. It would be difficult to say 
how much of the improvement was due to the new poli- 
cies of the Philippine government and how much to the 
unusual demand conditions. However, considerable im- 
provement had already occurred by the time the reforms 
were placed in effect. 

The balance of payments 

Whatever the reasons, the improvement in economic 
conditions in the Philippines since early 1950 has been 
very substantial. In August 1950, for the first time dur- 
ing the postwar period, the Philippine balance of mer- 
chandise trade showed an export surplus. Export bal- 
ances continued for the remaining months of 1950 and 
for the first five months of 1951. As a result, 1950 as a 
whole showed a trade deficit of only $5 million as con- 
trasted to a deficit of $333 million in 1949, according to 
the Central Bank of the Philippines. An export surplus 
of $34 million was realized during the first half of 1951. 
Since May 1951, however, trade deficits have once more 
become the rule, and it now appears that when data are 
available for the year as a whole a trade deficit will be 
shown. 

Largely as a result of the improved trade position Phil- 
ippine international reserves also showed encouraging 
improvement. After declining steadily all during the post- 
liberation period, the trend was reversed early in 1950. 

3etween 1945 and 1949 the Philippines lost approxi- 
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mately two-thirds of its international reserves with a de- 
cline from $69 million in December 1945 to $250 million 
in December 1949. During 1950 and through May 1951, 
however, approximately $140 million were added to total 
reserves. After reaching $391 million in May 1951, total 
reserves have once more trended downward, standing 
at $321 million on October 30, 1951 


Government finance 


In the area of government finance there is some evi- 
dence that the reform measures of the Philippine Con- 
gress have had a beneficial effect. Revenues from taxa- 
tion increased by over 57 percent for the first half of 
1951 compared with the first half of 1950. For the cur- 
rent fiscal year ending June 30, 1952, the Central Bank 
estimates that gross tax revenue will aggregate 537 mil- 
lion pesos (1 peso == $.50) as against 357 million pesos 
for the year ending June 30, 1951. Public reports indi- 
cate that total income of the national government ex 
ceeded total expenditures by some 38 million pesos for 
the fiscal year 1951, compared with an excess of expend- 
itures in the fiseal year 1950 of 154 million pesos. How- 
ever, the 1951 income figures include nonrecurring items 
in the form of two loans from the United States Govern- 
ment and the International Monetary Fund totaling 88.2 
pesos 


Production 


Increases in production in the Philippine economy have 
ilso been encouraging. Preliminary data for the year 
1951 indicate that for the first time over-all production 
has exceeded the prewar years, 1937-39. The Central 
Bank's combined index of physical production shows a 
preliminary figure for 1951 of 107.1 percent of the 1937 
level, compared with the 1950 figure of 97.5, an increase 
of about 10 percent for the year. Agricultural production 
was still slightly below the 1937 level and mining only 
68 percent of the base year, but manufacturing has in- 
creased 20 percent since 1937. Production of all major 
commodities increased during the year, with the excep- 
tion of rice, which, because of adverse weather conditions, 
will be below the previous year’s crop. 


Inflation 


As was true in many other countries, the stimulus pro- 
vided by the Korean War and world rearmament resulted 
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Perce or Purirrtne Foaricn Trape, 1946-51 


(1997= 100) 
Year Exports Imports 
+46 186.4 na 
iva? 257.4 na 
1948 290.7 234.0 
1949 200.4 245.8 
1950 224.8 145.5 
i951 
February 2394 198.4 
March 2796 208.1 
April ° 267.9 236.6 
May 248.1 239.2 
Tune 189.7 233.9 


n.a.—-not available 
' Average unit value index 
Souree: Central Bank of the Philippines 


in an increase in inflationary pressures in the Philippines. 
Because of the rapid increase in the prices of internation- 
ally traded raw materials during the last half of 1950 and 
early 1951, inflationary pressures were unusually strong 
in the raw material-producing countries. As one of these 
countries, the Philippines, while benefiting from price in- 
creases which improved its terms of trade and led to a 
growth in its reserves, has nevertheless found itself con- 
fronted with serious inflationary pressures. This period 
of rapidly rising export income coincided with a tighten- 
ing of restrictions on imports, thus reducing the supply 
of goods available for consumption. At the same time, a 
large part of the expenditures for new industrial projects 
was being financed by an expansion of bank credit, thus 
adding further to the increase in the money supply. 


Total money supply (currency and coin in circulation 
plus demand deposits) expanded more than 22 percent 
between January 1950 (1,059 million pesos ) and the peak 
month of April 1951 (1,295 million pesos). Over 80 per- 
cent of this increase took place after June 1950, This 
rather rapid expansion in the money supply was arrested 
after April, and by September the money supply had de- 
creased to 1,153 million pesos, 42 million pesos below the 
April peak. The increases in taxes, restrictions on credit 
expansion, and a reduction in income from exports were 
primarily responsible for the reversal in the trend of the 
money supply. 

Prices in general followed closely the changes in the 
money supply; they reached their peak, however, two 
months later—in June 1951. The index of the cost of 
living in Manila increased by 14 percent between June 


' Total also includes leaf tobacco, maguey, corn, coffee, dry beans, and unshelled peanuts. 


Also includes cordage 
* Average for the first six months of 1951 
Note 


Source: Bell Report and reports of the Central Bank of the Philippines. 


Statistics for agricultural production and products manufactured from agricultural products are based on the crop year, July 1 to June 30. 
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1950 and June 1951 while the index of retail prices in 
Manila increased 22 percent. Both of these indexes turned 
downward in July 1951 and by October the cost of living 
had decreased 2.5 percent since June and the retail price 
index 3.5 percent. Wholesale prices in Manila advanced 
only 7 percent, however, between the outbreak of the 
Korean War and the peak month of March 1951. Be- 
tween April and October 1951 the index of wholesale 
prices dropped by more than 20 percent. 

An important factor in the downturn of prices after the 
middle of the year was the decision by the government to 
remove import restrictions on certain food, medicinal, and 
other essential products. These relaxations, undertaken 
between December 1950 and May 1951, were made pos- 
sible by the improved trade position and were announced 
as an anti-inflationary measure. Thus as more goods be- 
came available and efforts to reduce the money supply 
proved successful, the inflationary movement of prices 
was arrested, at least for the time being. In July 1951, 
however, because of an adverse change in the balance of 
trade, many of these restrictions on imports were rein- 
stituted. 


Political developments 


There has been considerable progress in the political 
situation, too, since the Bell Report was published. The 
long standing fight against the Huks has at last taken a 
turn for the better, beginning with the appointment of a 
new Minister of Defense. Since his appointment, in Sep- 
tember 1950, he has done a remarkable job of revitalizing 
the Philippine army. In addition, the tactics employed 
against the Huks have been changed in an effort to beat 
them at their own game. This system has been successful 
and it is estimated that while there were some 10,000 to 
20,000 Huks in mid-1950 there are now less than 8,000. 
Realizing, however, that the Huk movement is primarily 
a symptom of discontent and disillusionment among the 
poor, particularly the landless peasants, the army has 
begun a resettlement project on the island of Mindanao, 
offering farms and government-built houses to surrend- 
ering Huks. 

A second political event in the Philippines from which 
some encouragement may be derived was the election in 
November 1951. This election was widely proclaimed to 
be the most free and honest election to have been held in 
the new republic, owing largely to the fact that the De- 
fense Minister called out the entire Philippine Army of 
40,000 plus 10,000 R.O.T.C. cadets and reserves to pre- 
vent the violence experienced during previous elections 
as well as a threatened intervention by the Huks. Both 
the political party in power, the Liberals, and the opposi- 
tion party, the Nationalistas, pointed to the election as 
evidence that democracy is a working reality in the Philip- 
pines. The honesty of the election was further attested to 
by the fact that all of the seats at issue in the Philippine 
senate were won by the opposition party. 
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Outlook—danger signals 


As we look back on the record of Philippine progress 
since the publication of the Bell Report, there is much 
that is encouraging. For the first time in the post-liber 
ation period, events have taken a turn tor the better 
There are, however, some very definite danger signals. 
A great deal of the progress has been directly related to 
the Korean War and world rearmament with the accom 
panying increase in the demand for raw materials pro- 
duced in the Philippines. In recent months there has been 
evidence that this effect is wearing thin. The Philippines’ 
balance of trade, after showing an export surplus for ten 
months, turned to a deficit in June 1951. Similarly, the 
gradual erosion of Philippine reserves of gold and foreign 
exchange has resumed. To a certain extent this change 
reflects a relaxation of import controls, but it also reflects 
unfavorable price developments. While the Philippines 
benefited from the rapid rise in the prices of raw ma- 
terials after the outbreak of the Korean War, it has since 
sufiered from the subsequent decline in these prices. For 
example, for a three months’ period between March and 
June 1951 the index of prices received for exports de- 
clined by more than 32 percent, while the index of im- 
port prices increased 12 percent. Thus, the terms of trade 
which were formerly favorable have taken a definite turn 
against the Philippines 

Many of the recommendations of the Bell Mission were 
of a long-run nature. Most of the recommendations which 
could be put into effect immediately are actually in effect 
today. Continuing progress toward eventual self-support 
must of necessity be slow. This is particularly true of the 
various projects that are being undertaken to increase 
productivity and diversification. Such projects, by their 
very nature time-consuming, have been further handi 
capped by difficulties in obtaining necessary capital equip- 
ment in a rearming world. This has been true, for ex 
ample, in the ECA-financed Maria Christina electric 
plant. Similarly, because of a lack of capital equipment, 
work has been periodically interrupted on a large ferti- 
lizer plant and a steel rolling mill. 

One more cloud on the horizon of Philippine progress 
is the disproportionate dependence of the Philippines on 
the United States, both as a market and as a source of 
imports. There can be no doubt that the Philippines has 
benefited greatly from the preferential treatment received 
in the United States market. The Philippine Trade Act 
of 1946 permitted the entry of Philippine goods into the 
United States duty free, such preferential treatment to be 
gradually removed after 1954, a date just a little over two 
years away. As yet there has been little evidence that the 
Philippines is exerting any great effort to develop alter- 
native markets. For the first three quarters of 1951, 70 
percent of the total exports of the Philippines went to the 
United States, while 72 percent of her imports came from 
that source. Such a large dependence upon a single mar- 
ket might be considered dangerous under any circum- 
stances, but it is especially so when the market involved 
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rests in considerable part upon favored treatment which 
will be terminated within the relatively near future 


W hile 


that has been made in the Philippines during the past 


yothing should be said to belittle the progress 


vear and a half, nevertheless it should be remembered 
that the hardest part of the job lies ahead. The progress 
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that has been made thus far consists in large part of the 
simplest and most obviously needed reforms, plus the 
altered demand conditions which have developed since 
the Korean War. There are still many basic and difficult 
problems which must be solved before the road to a viable 
economy is clearly opened. 


CHRISTMAS TRADE AT TWELFTH DISTRICT DEPARTMENT STORES 


LTHouGH Christmas shoppers spent more money than 
A ever at Twelfth District department stores in the sea- 
son recently ended, exceeding even the record 1950 fig- 
ures, the result was not altogether up to retailers’ expec- 
tations. Dollar sales in November and December sur- 
passed the corresponding 1950 total by less than 5 per- 
cent, while the goods sold carried price tags somewhat 
higher than the previous Christmas. Most of the post- 
Korea price advance had occurred by December 1950, 
especially in the case of durable goods. But some prices, 
notably apparel, continued to rise during 1951. Thus the 
physical quantity of merchandise traded was probably no 
larger than last season. Store traffic reportedly broke rec- 
ords, but there is evidence of a shift in consumer demand 
from big-ticket durable items to soft goods with a smaller 
unit value per sale. Basement departments did better than 
main store, indicating greater price-consciousness among 
1951 Christmas shoppers. 


November business brisk 


The Yuletide merchandising season began auspicious- 
ly, with better-than-seasonal sales improvement in late 
October and November. November sales were almost 10 
percent higher than last year, with gains recorded in 
every city of the District. Northern California made the 
most favorable showing, plus 13 percent; in the Pacific 

TWELFTH DISTRICT DEPARTMENT STORE SALES 
November ~ December, 1949-51 


lodes, November — December 1949-— 100 


Northwest, where year-ago levels were relatively higher, 
the November gain was 4 percent. 


December sales were disappointing 


tut the December total for the Twelfth District was 
less than 2 percent above 1950, with little variation among 
the major trading areas. California stores made a 3 per- 
cent gain; sales were down 5 percent in Oregon. Year- 
ago levels were matched in Washington, Idaho, and 
Utah. Sales dropped off sharply in Thanksgiving week 
and thereafter did not exceed year-ago figures by more 
than 3 percent until the last week before Christmas, 
when heavy last-minute business brought a 5 percent 
spurt over the corresponding 1950 amount. Despite the 
inclusion of Christmas Eve (which fell on a Sunday the 
previous year), sales during the week ended December 
29 were only slightly better than 1950. 


Apparel departments prosper 


Sales of apparel were much better than the previous 
year, when scare-buying of durable goods claimed a 
large share of consumer purchasing power. Main store 
women’s and misses’ apparel sales at Twelfth District 
department stores were up 9 percent in December. Men's 
and boys’ wear gained 6 percent. But shoe sales lagged ; 
both men’s and women’s shoes fell short of year-ago 
levels. Basement apparel sold especially well, with 
women’s ready-to-wear up 10 percent; coats and suits 
improved 20 percent. Basement men’s clothing was up 
13 percent, indicating that wives were thrifty Christmas 
shoppers. 

Twelfth District apparel stores reported November 
and December trade 6 percent better than the previous 
year, with women’s clothing responsible for most of the 
gain. 

Despite high prices and some use of substitute mate- 
rials, toys moved briskly; the annual demands for toys 
addressed to Santa Claus are known to be unrelated to 
price. Toys and games made an 8 percent yearly gain in 
November and 7 percent in December. Sporting goods 
and cameras also sold well. 


Hard goods sales were uneven 


While apparel and other soft goods increased their 
shares of the total Christmas trade at Twelfth District 
department stores in 1951, durable homefurnishings ac- 
counted for a smaller portion of the total than in scare- 
buying 1950. In December homefurnishings departments 
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made 14.2 percent of all merchandise sales, compared 
with 16.1 percent in the last month of 1950. Floor cover- 
ings, booming in the year-ago month (34 percent above 
December 1949), dropped 35 percent. Major household 
appliances were down 48 percent. Furniture and bedding, 
which had been somewhat less affected by scare-buying, 
declined only 8 percent. The lower current rate of resi- 
dential construction, as well as the shift in consumer psy- 
chology, is probably significant in lagging homefurnish- 
ings sales. The relationship between sales and housing 
unit completions is most direct in the case of major house- 
hold appliances. 

On the surface, at least, the brightest spot in the hard 
goods picture was television. In November, television de- 
partments (which include also radios and phonographs ) 
reported substantial gains in all major trading areas, with 
the District total up 40 percent. However, sales in the 
year-ago period were temporarily depressed by the new 
excise tax effective November 1, 1950. Nevertheless, the 
November figures for television sales represent twice the 
proportion of total department store sales that prevailed 
during the midsummer slump, and are impressive in view 
of the price cuts during 1951. December results show a 
2 percent decline in television sales, from a 1950 figure 
28 percent above the year before. 

Twelfth District furniture store sales in December 
were 6 percent less than 1950, following a 7 percent No- 
vember gain which presumably reflected, at least in part, 
the year-to-year improvement in television sales dis- 
cussed above. 


Stocks were below 
year-ago level 

In October department store inventories in the Twelfth 
District dipped below year-ago levels for the first time 
since the Korean War broke out. By the year’s end stocks 
were 6 percent below the corresponding 1950 value. Al- 
lowing for seasonal variation, stocks had been declining 
since July, and by December 31 had reached the lowest 
level since September 1950. Stocks of most merchandise 
lines were near or below the, year-ago values, though there 
were exceptions : men’s clothing inventories were still up 
21 percent, basement shoes 18 percent, and silverware 
and jewelry 8 percent. 

End-of-year stocks of radios and television sets were 
down 38 percent from the swollen 1950 level; some of 
the decline presumably reflects devaluation in response 
to manufacturers’ price cuts. Floor covering inventories 
were off 12 percent ; price declines may be a factor here, 
too, since softening of the wool market has affected retail 
carpet prices. Stocks of the major household appliances, 
slow-moving during most of 1951, were only 6 percent 
below year-ago levels—which bulged 85 percent over 
1949. Furniture stocks were also close to the December 
1950 value, despite a 22 percent reduction in bedding in- 
ventories. 
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Soft goods stocks were generally well below year-ago 
totals, with women’s and misses’ apparel down 9 percent, 
accessories 11 percent, and piece goods 13 percent. Men's 
clothing was an exception, as noted above. 


Apparel stores in the Twelfth District reported a 7 per- 
cent net reduction in stocks during 1951, while furniture 
store inventories were down 2 percent. 


Use of instalment credit 
increases 


Despite the shift from durable items to apparel and 
other soft goods, a larger proportion of Christmas season 
purchases at Twelfth District department stores was 
made on instalment credit than the previous year. Relax- 
ing of the provisions of Regulation W last August may 
have encouraged potential borrowers to enter the mar- 
kets, just as the imposition of the more rigorous terms in 
September 1950 barred their entry. In addition, those 
consumers who loaded their budgets with monthly pay- 
ment obligations during the scare-buying wave in mid- 
1950 may now be getting out from under, ready to make 
new instalment purchases. 


Post-Christmas trade 


Christmas trade during the 1950 season reflected a 
strong undercurrent of scare-buying, which spilled over 
into January and February 1951, when unseasonally 
high sales levels were maintained. This year there has 
been no such stimulus, and January figures show sharp 
declines from a year ago. For the four-week period ended 
January 26, the Twelfth District total was down 13 per- 
cent. Similiar decreases were recorded throughout the 
country, with the national aggregate down 15 percent for 
the same period. 


Under the impetus of still rising personal incomes, 
however, it is likely that business may pick up during the 
year. This would be in contrast to 1951, when the initial 
wave of buying soon ebbed as consumers shed their fears 
of shortages. Predicting the course of consumer behavior 
is always a perilous undertaking, and never more so than 
today. Changes in the intenational situation may alter the 
picture overnight, but at present the outlook is for con- 
tinued prosperity among Twelfth District consumers, 
based on expanded production for defense and sustained 
nondefense output. Whether or not this prosperity will 
redound to the benefit of department store trade will de- 
pend upon the events that emerge during the coming year 
and the effect that they will have upon the decisions of 
consumers to spend or save. During most of 1951 con- 
sumers spent an unusually low proportion of the income 
at their disposal. If they maintain this proportion in 1952, 
the result should be a steady, moderately improving vol- 
ume of trade. If events should make them decide to spend 
relatively more of their income, however, the result may 
be a renewal of inflationary pressure in view of the in- 
creasing withdrawal of materials for use in the defense 


program. 
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BANKING AND CREDIT STATISTICS—TWELFTH DISTRICT 
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' Adjusted for seasonal variation, except where indicated. Except for department store statiaties, all indexes are based upon data from outside sources, as 
follows: lumber, various lumber trade associations; petroleum, cement, copper, and lead, U.5. Bureau of Mines; wheat flour, U.S. Bureau of the Census; 
electric power, Federal Power Commission; manufacturing employment, U.S. Bureau of Ls Statistics and cooperating state agencies; retail food prices, 
U.S. Bureau of Labor Statistics; carloadings, various railroads and railroad associations; and foreign trade, U.S. Bureau of the Census. + Daily average. 
*Not adjusted for seasonal variation. ixcludes fish, fruit, and vegetable canning oe Angeles, San Francisco, and Seattle indexes combined. 
* Commercial cargo only, in physical v« sume, for Los Angeles, San Francisco, San Diego, Oregon, and Washington customs districts; starting with July 1950, 
“special category exports are excluded because of security reasons ’ Annual hgures are as of end of year, monthly figures as of last Wednesday in 
month or, where applicable, as of call report date * Demand deposits, excluding interbank and U.S. Gov't deposits, less cash items in process of col- 
lection. Monthly data partly estimated * Average rates on loans made in five major cities during the first 15 days of the month. * End of year 
and end of month figures. “ Changes from end of previous month or year * Minus sign indicates flow of funds out of the District in the case of 
commercial operations, and excess of receipts over disbursements in the case of Treasury operations. % Debits to total deposit accounts, excluding inter- 
deposits. r——rev wed. 
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26 
36 
39 
19 
41 
32 
17 
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la 
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12 
and 
7 7 7 5 145 105 ) 102 ) 124 
1920 87 78 4 165 10 102 190 
1933 a1 2 5 | | 
1934 “| s2 | 35 76 | 81 | | 4 
1939 72 5 | | | > | 
1940 79 67 63 61 108 | 87 | | 132 | 101 
1041 | 6 68 81 109 107 87 | | 
1942 | | 7% 71 6 114 123 121 
1943 | 83 79 100 125 | 164 4 se | 
1044 | 93 63 | 112 01 158 10: | 6: 6 
945 97 98 65 73 9) 112 | 78 122 | 100 72 70 | 
1046 | | a1 81 | 70 71 | 78 104 101 91 80 | 87 
| 100 | 106 113 | 100 | 106 | 129 81 
1948 101 101 100 104 105 101 11 | 102 | #100 | 106 103 | 
1949 | 103 100 | 101 93 aS 108 98 om 100 as 121 
1950 | 112 | 103 112 100 115 19 | 105 | | 105 | 100 137 
1950 | | | 
Novemt > j | | ~4 
110 104 | 106 #113 | 002 128 108 107 107 175 
| — 
| 97 25 183 
Joquary “| mi | | | | 180 | 167 
Merk” | 108 | | 9 | 102 | 168 | 178 — 
138 108 | | 102 | | 197 193 
Me | 103 | 106 | 108 | 192 140 
108 110 | 107 103 | | 196 166 
107 1 | 94 106 | | 240 142 
10s 107 116 155 75 108 96 135 | 104 108 | | 215 133 
18 | 107 149 80 116 | | 101 | 106 | 172 
} | 107 | 116 143 9 | 140 101 la | 
Bank debits 
month (1947-49 = 
Reserves 100)? 
1920 2,239 1,234 1,790 23 | 6 5 
1931 | 1,898 984 | (1,727 | | + | | 
1933 1,486 720 951 1.609 | - = 
1934 | 1.469 | 1,064 1,201 1.875 | | - of 2 
1935 } 1.537 | 1,275 | 1,380 2.064 | + 219 | 287 35 
| | | 2,101 | - a8 479 40 
1937 * | | 1270 | 1,740 2.187 - 076 | 565 29 
1938060 69 (1,328 1,781 2.221 one 
139 } 1,967 | 1450 | 1,983 2,267 | | 754 32 
| 2.390 2 +14 1,000 | 227 | 930 39 
| | ~3.751 +4486 | 708 * 1,462 61 - 
707 | | +1,329 326 | 2,004 87 
146 4068 8.426 | 5,797 | Sos | 
1947 5.358 7.247 | 8,922 6 006 209 } 2'420 103 
5,925 | 7016 | 8.536 6.255 3.20 } 13 — + 
1950 | | 6.392r 0.244r 6.256r | 3.35 39 
mm | «6,583 | | 6,720 | 21 | -1,582 | +1,983 189 2,269 
| | | 
6.963 | 6.319 9.018 | 6,194 | + | - 21 | 
7,105r | 6,392 9.244r 6.256r 3.37 - 80 135 
} | | 
7,152 | 6,071 | 9,180r 6,337 | + 30 | 59 132 Ee 
7,18) | 5811 | 8,824r 6,352 - 32 38 
7,203 | 5,734 | 800r 6,338 3.48 - 3 
7,367 | 5,696 | 8,818Fr 6,332 45 200 
7.422 | 5.685 | 8.834 6.357 13 | 162 | 
7.509 | 5.708 | 8,862 6.448 367 | 73 | 113 | 134 ia 
7473 6.005 | 9,052 | 6,510 342 } 
7,630 | 6,000 | 9,058 6.547 | | 159 | 
7,704 | 5,998 | 9,235 6.576 3.65 | 43 | 18 | 
7.791 6.204 | 9,485 6.642 | 121 143 134 
7,885 | 63% | 9.584 6,625 i 236 | 239 | 
7,007 | 6.533 | 9,040 6,720 276 102 | j = 


